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dollar then fell from 1%Z. to 16d. China had been, in effect, forced
off the silver standard as for as her international currency relations
were concerned. Though her external difficulties were thus mitigated,
the internal deflation continued ; for the hoarding of silver went on
in the expectation that the currency would be devalued or the export
restrictions relaxed. Moreover, the ease and profitability of smugg-
ling rendered the export tax only partially effective in arresting the
drain of silver.

The Chinese Government had previously addressed a note to the
United States Government protesting against the policy adopted,
They stated that China was considering the gradual introduction of
a gold-basis currency, and inquired whether in principle the American
Government would be willing to exchange with China gold for silver.
The Secretary of State replied that free world markets for gold and
silver were open, but that his Government were willing to discuss
at any time the possibility of inter-governmental transactions. The
note continued:

This Government IB doHiroiiH of so carrying out the programme an to
prod u <sc the general benefit that would result from the enhancement and
Htabilization of the price of silver, and to avoid, so far an may bo possible,
dititupbanceB to the economy and public finance of China. Therefore,
in conducting operation tinder the Silver Purehane Act, this Govern-
ment, while noeensarily keeping within tho general purpose of the
enactment, will give the closest possible attention to the possibilities
of HO arranging the time, place and quantity of its purchases as will
keep in view the consideration** put forward by the Chinese Govern-
ment in itn communication.

However, tho further raising of the official buying price for silver in
tho course of 1935 suggested that a regard for Chinese interests did
not rank very high in the influences affecting American policy.

At the time of the passing of tho Silver Purchase Act tho United
States Government's stock of silver was estimated at 091,000,000
ounces, while tho holding at the end of 1934 was estimated at
1,003,000,000 ounces* Of the 312,000,000 ounces acquired in the
meantime, about 111,000,000 were received under the nationalization
order and 21,000,000 from newly mined American silver purchased
at 64| cents an ounce. The amount secured from abroad, therefore,
appeared to be about 180,000,000 ounces. Shanghai stocks of silver
fell by 177,000,000 ounces in the course of 1934, and the same round
figure approximately represented the year's output of newly mined
silver in all countries of the world. On the basis of United States stocks